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e In fall 2002, Augenblick, Palaich and Associates (APA),
formerly Augenblick & Myers, was asked by the Missouri
Education Coalition for Adequacy (MECA) to undertake an
education adequacy study for Missouri.

e The purpose of the study was to provide Missouri policymakers
with an estimate of the resources needed to help all students
reach state established (and nationally reinforced) academic
standards.
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School Finance Adequacy
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o Adequacy relies on “standards-based” reform to
answer the question “adequate for what?”
- States set student expectations
- States create ways to measure those expectations
- States hold education providers accountable for student
performance
e The vast majority of states and the federal
government have implemented policy that supports
this approach
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No Child Left Behind (NCLB)
Federal Legislation
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e The federal legislation requires states to:
- Establish specific academic standards and adopt strategies
for assessing them
- Place “highly qualified” teachers and instructional aides in
every classroom
- Adopt additional strategies to help at-risk students meet
state standards
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Adjustments and
the Foundation or Base Cost

|

e Adequacy is normally comprised of two components:
1) A base cost figure and 2) adjustments to that
figure

e Today the base cost should reflect what is needed
for a student with no special needs to meet
standards in a district with no special circumstances

e Adjustments can be made to the base cost for
special education, at-risk, limited English speaking
students as well as district size and/or cost-of-living
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Key Questions for the
Missouri Adequacy Study

-
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e What resources are needed for each student to meet
state and federal academic standards?

e What is the foundation or base dollar amount
needed to meet academic expectations?

e What adjustments are needed for district size and at-

risk, special education students, and Limited English
proficient students?
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The Missouri Adequacy Study
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Issues the study does not address:

e Student Transportation
e Food Services
e Capital and Facilities
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Phase |
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e APA used two approaches in Missouri

- Professional Judgment Approach

e Based on the expertise of education professionals
around the state.

- Successful School District Approach

e Based on the spending of districts that are currently
successful.
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Phase |
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e Standard

- “Four Goals” of academic performance
Missouri Assessment Program
High School Graduation Requirements
Missouri School Improvement Program
No Child Left Behind
Individuals with Disabilities Education Act
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e The Results

- The two approaches produced two different base
costs
e Professional Judgment - $7,832
e Successful School District - $5,664
- Professional Judgment Approach also produced

adjustment figures for Special Education, At-Risk,
LEP, and District Size.
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e How do you use two base cost figures?

- Either number could be used to set the base.

e The Professional Judgment number probably more
closely represents the amount needed to meet the full
state and federal standards in 2013-14.

e The Successful School District number more closely
reflects the amount needed to meet current state and
local standards.
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-l

_

12

e APA suggested that the state could use the
two figures to establish a phase-in procedure
for adequacy.

- By taking the current percent of students who are
proficient or above in the DESE “successful”
districts, 69.3%, and then multiplying it by the
Professional Judgment base you get $5,428.
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e The $5,428 number is slightly below the
Successful School District base.

e The state could then follow its phase-in plan
for No Child Left Behind to reach the inflation
adjusted equivalent of $7,832 in 2013-14.
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e The purpose of Phase Il was to estimate the
cost of adequacy for every school district in
Missouri.

e Formulas were created to apply the results of
Phase | to each district due to the complex
relationships between district size, base cost
levels, and adjustments for special needs
students.
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Relationship Between District Size
& At-Risk Student Weight
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Relationship Between District Size
& LEP Student Weight
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Relationship Between District Size &
Special Education Weight
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Phase Il - lllustration of Impact of
Student Characteristics on Cost
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Regular K-12 At-Risk Special LEP Students
Students Students Education
Students
District 1 630 361 104 0
District 2 630 405 142 0
District 3 630 249 88 0
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ase Il - Impact of Student
Characteristics on Cost in a 630
Student District
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Base At-Risk Special LEP Student | Total Cost
Revenue per Student Education Weight per Pupil
Pupil Weight Student
Weight
District 1 $5,874 .34 .94 .60 $7.926
District 2 $5,874 .34 .94 .60 $8,396
District 3 $5,874 .34 .94 .60 $7.428
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Phase Il - The Cost of Adequacy for the
Missouri School Finance System
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In 2001-02, Missouri's 522 districts spent $5.81
billion dollars for the functions related to adequacy.

We estimate that the school districts would need to
have spent $6.53 billion in order to reach adequacy.

484 districts had spending levels below adequacy.
38 districts had spending levels above adequacy.

© Augenblick, Palaich and
1/26/04 Associates, Inc.

Phase ll
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e APA worked with a MECA sub-committee to
look at a number of ways to build a school
finance system that could assure adequate
resources to all school districts in 2001-02.

o All of the approaches had a set of elements
in common: the adequacy figures, state and
local revenues available, and assessed
valuation.

© Augenblick, Palaich and
1/26/04 Associates, Inc.

Phase lll - Simulations
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e The resource needs of districts were based on
the calculations made in Phase I, which used
base cost figures & student weights for special
education, at-risk students, and LEP students
that were related to district size.

e Federal revenue was taken into consideration by
adjusting the weights to reflect the availability of
federal funds in 2001-02 ($258 million).
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Phase lll - Approaches
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o After reviewing a variety of approaches, APA
focused on two that illustrate the impact of
alternative policy choices.

- Approach A - $2.75 Property Tax Deduction
- Approach B - Needs Based with Local Flexibility
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Phase Ill - Approach A
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e Approach A can be described as a classic
“foundation program” under which local
property taxes are deducted from the
adequacy amount to calculate state aid.
Using this approach, APA set the local
property tax rate at $2.75.

e State pays for the cost of adequacy over the
yield of a $2.75 property tax and other local
and state funds.
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Phase lll - Approach B
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e Approach B can be described as a state aid
“matching” program under which districts
would have the flexibility to set revenue/tax
levies between 80 percent and 120 percent
of the adequacy amount.
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e At 80 percent, districts would generate 80
percent of the adequacy amount and the
deduction tax rate would be $2.75.

e At 100 percent, districts would generate 100
percent of the adequacy amount and the
deduction tax rate would be $3.44.
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Phase lll - Approach B
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e For example, if a district's adequate funding level
had been $6,400 in 2001-02 and its property tax rate
had been $3.10 at that time, we assumed it was at
the 90 percent level (since $3.10 is 90 percent of
$3.44). Therefore, its adequacy amount would have
been $5,760 (90 percent of $6,400). Itis possible
that the district, seeing the way matching state aid
operates, would have been willing to raise its local
tax effort to a higher level — but we had no basis for
making that assumption.
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e Between 80 and 100 percent, districts would
generate the selected percentage of the
adequacy amount and the deduction tax rate
would be the selected percentage of $3.44.

e Between 100 and 120 percent, districts could
raise added local funds by raising local
property tax rates, but no additional state aid
would be provided.
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Phase lll - Approach B
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¢ While it does not affect the simulation model,
we assumed that the tax decisions that
districts need to make between 80-120
percent of adequacy would be made by
school boards. Decisions to raise funds
above 120 percent of adequacy would be by
a vote of the school district patrons.
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Phase lll - Future Implications
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e As far as future years are concerned, we see
the adequacy level rising as state student
performance expectations rise and as
inflation increases — essentially the base
figure of $5,428 would rise to $7,832 in 2013-
14, plus inflation between 2001-02 and 2013-
14.
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Phase lll - Future Implications
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e We see the property tax rates in both
approaches as staying constant over time
($2.75 and $3.44 figures). However, we
would expect those rates to be applied
against the full assessed value of property.
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e Missouri school districts generated $2.175
billion dollars in property taxes.

e $234 million was counted as other local
money.

e One-half of Proposition C, $328 million, was
also counted as local money.
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Phase lll - 2001-2002 State

Phase lll - Simulation Results for
2001-2002
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e Approach A
- Local property taxes go down by $400 million.
- State aid increases by $1.475 billion.

e Approach B
- Local property taxes go down by $160 million.
- State aid increases by $710 million.
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e In 2001-2002 state aid to school disticts
totaled about $2.170 billion.
e One-half of Proposition C, $328 million was
counted as state aid.
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Introduction

This report describes two alternative approaches Missouri could take to assure
that every school district in the state has an adequate level of resources. The report
reflects the work undertaken by Augenblick, Palaich and Associates, Inc. (APA) in
completing Phase III of its work for the Missouri Education Coalition for Adequacy
(MECA), a coalition of numerous education and civic groups that have been working on
the issue of school finance adequacy for the last two years. APA has issued two prior
reports as part of this work: (1) a Phase I report, released in February 2003, that
summarized the conclusions we reached after applying two approaches to determine both
a base cost figure and a set of adjustments to reflect the added costs of serving students
with special needs in school districts of varying size and (2) a Phase II report, issued in
October 2003, that used the results of Phase I to develop formulas by which to determine
an adequate level of funding in all districts in Missouri given their demographic
characteristics. Phase III looks at how to integrate the adequacy figures and formulas,
created in Phases I and II, into a statewide funding system.

It is important to remember that all of our work focused on 2001-02 and the vast
majority of operating expenditures/costs that year — capital outlay and debt service as
well as transportation, and food services, were excluded from our discussions of
adequacy.



Phase 1

Phase I of the project focused on identifying the cost of an adequate education in
Missouri. APA used two approaches, the professional judgment approach and the
successful school district approach, to determine the cost of an adequate education in
Missouri. We began the work on both approaches by identifying a standard -- the
objectives/requirements that Missouri’s school districts, schools and students are
expected to meet. The standard focused on aspects of the state accreditation standards,
the Show-Me standards, the Missouri Assessment Program (MAP) and the federal No
Child Left Behind (NCLB) legislation. Using the standard we developed, APA brought
together groups of educators from around the state to implement the professional
judgment approach. We asked the educators to identify the resources that they thought
would be necessary so that hypothetical schools and districts of varying size would be
able to meet state/federal standards. The panels focused exclusively on specifying the
quantity of resources -- APA undertook the task of costing out those resources.

For the successful school district approach, APA worked with the Missouri
Department of Elementary and Secondary Education (DESE) to find a way to identify
school districts that met a set of criteria related to that the standard we had identified for
use in the professional judgment approach. In our work with DESE, we decided that any
district with a perfect score on the annual performance report (APR) would be deemed as
meeting the standards. We then examined the basic spending of those districts -- where
basic spending reflected expenditures for students with no special needs and excluded
transportation, food services, and capital — to estimate a base cost figure that could be
applied to all school districts.

After undertaking the two approaches, we developed a set of cost figures that
could be used to define adequacy. From the professional judgment approach we were
able to estimate base cost figures for five different size school districts ranging from 130
students up to 18,730 students. We also had figures that represented the additional costs
of serving students in special education programs, students at risk of failing in school
(based on the number of students eligible for free/reduced price lunch), and limited
English proficient (LEP) students. The successful school district approach also yielded a
base cost figure but did not provide information about the added costs of serving students
with special needs. Using these figures, APA laid out a plan to meet adequacy and match
it to the increasing performance expectations for school districts and schools that have
been laid out under NCLB.

The base cost developed using the successful school district approach, $5,664,
was lower than the base cost figure from the professional judgment approach, $7,832.
The difference between these numbers is explained primarily by the fact that the
successful school district figure reflects the cost associated with how well districts were
doing in 2001-02 while the professional judgment figure reflects the cost of meeting the
expectations of NCLB in 2013-14. The fact is that about 69.3 percent of all students
were meeting NCLB standards in 2000-01 and that 69.3 percent of $7,832 (the



professional judgment approach’s base cost figure) is $5,428, slightly lower than $5,664
(the successful school district approach’s base cost figure). We felt that Missouri could
use $5,428 as the base cost figure in 2001-02 and increase it annually as the state raised
its performance expectations until it reaches $7,832 in 2013-14, when all students need to
meet the state/federal performance expectations. Of course, the figure would also need to
be inflated each year between 2001-02 and 2013-14 to maintain purchasing power over
time. In effect, the base cost figure would need to rise by about 3.2 percent per year, plus
inflation, in order to grow from $5,428 in 2001-02 (with no inflation) to $7,832 in 2013-
14 (with inflation between 2001-02 and 2013-14 taken into consideration).

Phase II

Phase II of the project used the figures from Phase I to estimate the cost of
adequacy for each one of Missouri’s school districts and then compared actual,
comparable spending to the adequacy amount in every district. To estimate the cost of
adequacy for each district, APA had to create a set of formulas based on the Phase I work
since complex relationships had been found between school district size and both the
base cost figure and the adjustments required to reflect the cost of serving students with
special needs. We estimated that the base cost (the cost of serving students with no
special needs) would need to be over $10,000 per student in the state’s smallest districts,
dropping to $5,428 in the state’s moderate size districts, and rising to $5,689 in the state’s
largest districts. In order to estimate the added cost of serving students with special
needs, we calculated student weights, factors that relate to the added costs of serving
students with a particular need, to the base cost. We found that the weights were related
to district size, which led us to create formulas that determined the appropriate weight for
special education, at-risk students, and LEP students for every possible size school
district. For example, if the weight for a special need group were .30 on a base cost of
$5,428, then the added revenue for the student would be about $1,628, and the total
revenue for the student would be $7,056. The special education weights ranged from as
low as .90 in the smallest districts up to 1.25 in the largest districts. The at-risk weight
was lowest in the smallest districts, then increased up to .37 in districts with around 2,000
students and then dropped to .30 in the largest districts. The LEP weight was found to be
the same for all districts at .60 above the base cost.

Once we had developed the formulas we applied them to all districts. For each
district we used demographic data, including the total enrollment, the number of special
education students, the number of at-risk pupils (relying on the number of students
eligible for free/reduced lunch as a proxy indicator), and the number of LEP students
provided by DESE. By applying the formulas APA had created to each individual
district’s characteristics, the total amount that would be needed for adequacy for each
district was calculated (excluding transportation, food services, and capital needs). APA
then worked with DESE to identify the actual amount spent in each district in 2001-02
excluding the same items. Of the 522 districts we examined, 484 had adequacy levels
higher than current spending, leaving 38 districts whose current spending was over the
adequacy level calculated for them in 2001-02. The total cost of reaching adequacy in



2001-02 year would have been $913.3 million above the $5.806 billion that was actually
spent.

Phase 111

The purpose of Phase III was to develop alternative approaches that could be used
to pay for the costs calculated in Phase II. In considering alternatives, there were three
broad questions that needed to be addressed: (1) what should the basic structure of the
state aid allocation system be?; (2) to what extent should local school districts be required
to contribute to the cost of adequacy?; and, (3) how should federal funds be taken into
consideration? We decided to examine two structural approaches to distribute state aid:
(1) the “foundation program” approach and (2) a “matching program” approach. The
foundation program is a common approach that has been used for a long time and that
many states utilize in one form or another; it requires the state to set a target revenue
level for every school district (in this case, the level of adequacy calculated for each
district) and to pay the difference between that amount and the yield of a uniform
property tax (plus any other local funds the state chooses to deduct). The matching
program approach is similar to the approach Missouri currently uses to distribute state aid
in that it allows school districts more flexibility in setting local tax effort and provides
higher amounts of aid if a district sets a higher tax rate. A matching program typically
operates within a range of local tax rates (a minimum below which districts cannot go
and a maximum above which the state no longer provides support). We decided that
school districts should all be required to make at least a $2.75 cent property tax effort, on
the full amount of assessed property valuation, and that districts should be allowed to tax
themselves as high as they wish and retain the revenue, once they reached adequate
funding. Under the foundation program we require districts to make a $2.75 tax effort
and calculate state aid based on the amount of local support produced at that level. Under
the matching program, we provide added state aid as districts are willing to set their tax
rates between $2.75 and $3.44. We took federal funds into consideration in both
approaches by lowering the weights for students with special needs to the extent that
federal funds provided for similar purposes are available. Each of these decisions is
discussed in more detail below. Spreadsheets associated with two approaches are
provided to facilitate understanding about the impacts of the approaches.

APA worked with a sub-committee of MECA in developing the alternatives. The
sub-committee included a small number of people who have in-depth experience with
Missouri’s school finance system and the complexities of simulating alternative
approaches to distribute state aid. We met with the sub-committee on two occasions and
shared information electronically over the course of several months.

The sub-committee actually addressed first the question of how to consider
federal funds. Our initial view was to deduct federal revenues actually received by
districts from their adequacy levels. However, we were led to believe that such an
approach might violate federal requirements. Therefore, we developed the approach of
modifying the weights for special education, at-risk students, and LEP students by



deducting all federal aid for such purposes from their total costs and re-calculating the
weight. In 2001-2002, Missouri districts received total federal funds amounting to $258
million. If you look to reduce only the amount generated by the weights for special needs
students — the weights for special education, at-risk students and LEP students — then
each of those weights would have to be reduced by 17%.

Based on the decision made in the sub-committee, APA created an adequacy
figure for each district with these lower special needs weights. One of the problems with
this approach to federal dollars is that all districts are treated as if they receive equal
amounts of federal funding for each type of special needs student. This may not be the
case. So, the approach taken by APA and the subcommittee might mean that more
federal dollars are being taken out of the adequacy figures for some districts than what
the districts actually receive. On the other hand, some districts have fewer federal dollars
taken off of the districts’ adequacy figure than they will actually receive. As a result,
there are possible winners and losers created in trying to allocate the federal funds in both
of the approaches developed in Phase III. This also means that the column “Total
Adequacy Determined by MECA” shown on the spreadsheets is lower than the adequacy
figures that had been shown in the Phase II approach (to the extent of the federal funds).

As stated above, the adequacy figures that we began with are the same for both
approaches and exclude federal dollars. We also used the same figures for each of the
approaches when looking at the current local and state dollars available to pay for
adequacy. In the spreadsheets, the local money is in the “Total Other Local” column and
includes revenues from the financial institutions tax, M&M, fines, STATE
ASSESSMENT ON RAILROADS AND UTILITIES, and one-half of the Proposition C
money. State funds available to pay for adequacy are included in the column titled
“2001-2002 State Funding” and include revenues from textbook, fair share, gifted, basic
aid formula, line 14, exceptional pupil aid, and one-half of Proposition C. Both
spreadsheets use 2001-2002 assessed valuations in any calculations of money that can be
raised locally through mill levies. Also, in both spreadsheets the two special school
districts are left out. The students who attend those districts are accounted for in their
home district and the adequacy amounts generated by these pupils are part of their home
districts’ adequacy numbers.

Approach A

Approach A uses the foundation program approach and deducts the yield of a
$2.75 levy, the required minimum levy under current Missouri school finance law. This
approach requires each district to levy $2.75 in order to generate the local amount that
will be used to pay for adequacy. The amount raised by $2.75 is then added to the “Total
Other Local” amount to determine the total local money available to pay for adequacy.
This amount can be seen in the Approach A spreadsheet under the “Local Contribution
Toward Adequacy” column. The “Local Contribution Toward Adequacy” amount is then
subtracted from the “Total Adequacy Determined by MECA” amount to determine the
state responsibility for each district, seen in the column titled “Total State Needed for



Adequacy”. Since there was revenue available for each district in 2001-2002, that
amount, in the column titled “2001-2002 State Funding”, is subtracted from the “Total
State Needed for Adequacy” to generate the state’s new share seen in the column titled
“New State Funding Needed”. The total new state funding for Approach A is $1.476
billion. Seven districts would receive no new funding from the state under this approach.
These districts either raise enough local money to pay for adequacy or, if they do not, the
state funding available to the district in 2001-2002 covers the state’s obligation in
meeting adequacy for the district. The rest of the districts in the state, 515 districts,
would receive new state money under Approach A.

Approach A changes the funding burden for K-12 education from the current
system in a number of ways. First, districts have a set levy in order to guarantee adequate
funding. This rate is higher or equal to the current rate of some districts but the majority
of districts, 343 of them, had rates above $2.75 in 2001-02. This means under Approach
A these districts could lower their tax rates to $2.75 and still have adequate funding.
Alternatively, districts with tax rates above $2.75 could keep their tax rates above $2.75
and collect the additional funds to spend at each district’s discretion. APA and the sub-
committee had no way of predicting the actions of the districts. If Approach A were
implemented, Missouri would probably see districts that did both. Overall, Approach A
puts most of the burden of new monies for adequacy on the state. As mentioned above,
the total new state funding needed would be $1.476 billion, with the state’s total share of
adequacy equaling $3.965 billion and the local share of adequacy being $2.307 billion.

Approach B

Approach B would operate somewhat differently from Approach A. First,
districts would have flexibility in determining whether they wanted to reach the full level
of adequacy or something less than that amount (with a minimum of 80 percent of the
adequate level). This is designed to reflect two things: (1) the adequacy amount is an
estimate and (2) districts may believe that they can accomplish state/federal objectives
without having to spend at the adequacy level. A district could choose to seek revenue
anywhere between 80 percent and 100 percent of adequacy. At the 80 percent level, a
district’s tax rate would need to be $2.75. At the 100 percent level, a district’s tax rate
would need to be $3.44. In between 80 percent and 100 percent of adequacy, the tax rate
would vary proportionate to the percentage (so that, for example, if a district chose to
generate 92 percent of its adequacy level, its tax rate would be 92 percent of $3.44).

Under this scenario, state aid would rise in most districts as their tax effort
increased, although this would depend somewhat on each district’s wealth. The thinking
of the sub-committee was that a local school board should make the decision about what
level of support it wanted to pursue; in fact, the thought was that school boards should be
able to decide to generate up to 120 percent of adequacy although no state aid would be
provided between 100 percent and 120 percent of adequacy. If a district wanted to
generate funds beyond 120 percent of adequacy, voter approval would be required.



Obviously, the cost of this approach depends on the level of effort each district chooses to
make, and we have no idea how many districts would choose to raise their tax rates in
order to generate higher revenues (this would probably be affected to some extent by
district wealth as a lower wealth district would obtain a somewhat higher match in state
aid). The only way we could simulate this approach was to use existing tax rates (while
the statewide average tax rate was $3.39 in 2001-02, only 135 districts had rates over
$3.44 at that time). Even if every district raised its tax rate to $3.44, the cost of the
approach would be less than Approach A because local tax effort would be greater than
$2.75. One distinct advantage of Approach B is that it takes into consideration tax rates
above $2.75, which many districts already use to pay for public education.

In order to model the approach, APA assumed that districts would levy the rates
they levied in 2001-2002. We did raise the levies of all districts with rates below $2.75
to $2.75. The first thing that had to be done to model Approach B was to determine the
adequacy amount for each district based on each district’s tax rate. In the column titled
“New Adequacy Based on Current Rate”, each district’s guaranteed funding amount for
this approach can be seen. Again, if a district has a tax rate below $3.44 then its “New
Adequacy Based on Current Rate” amount is below the “Total Adequacy Determined by
MECA” amount that was created in Phase II.

The rest of the procedure is similar to what was done in Approach A. First, the
amount raised by the tax rate for each district is determined, which is shown in the
column “Property Taxes Generated Using Computed Tax Rate”. Then that amount is
added to the “Total Other Local” to determine the total local funds available to pay for
the “New Adequacy Based on Current Rate” amount. The total available is shown in the
column titled “Local Contribution Toward Adequacy”. The “Local Contribution Toward
Adequacy” amount is then subtracted from the “New Adequacy Based on Current Rate”
amount to get to the state share, seen in the column titled “Total State Needed for
Adequacy”. Once again, the amount of state aid available to each district in 2001-2002 is
applied to this state share amount to determine the amount of new state money that would
be needed, shown in the “New State Funding Needed” column. The total amount of new
state funding needed for Approach B is $707 million. It would go to 502 districts with 20
districts receiving no new state aid.

Other Issues
There are a number of other issues that arose during the Phase IIT work:

e The simulations are based on 2001-2002 numbers. There is no way to predict
what districts would do once a system is put in place with new parameters; thus,
especially in Approach B, there is no way to predict the full impact on the state.

e This report assumes all students would receive all special services required, even

when they would be counted in more than one category. For example, some
students in special education programs might also be eligible for free/reduced



price lunch, which means they are weighted twice, once for each special category.
In reality, students probably do not receive the full amount of services associated
with both weights. Thus, a decision should be made by policymakers regarding
how Missouri would adjust weights for students who require services in more
than one category of special needs.

e In each approach districts can go as high above the adequacy number as they see
fit. APA feels that this is acceptable because equity is met in both approaches.
For Approach A because every district must levy a minimum amount and is then
assured adequate funding, the money above is simply a district choice. In
Approach B, we feel that the 20% amount below adequacy that is allowed is
acceptable, with funds above adequacy a district choice.

¢ Both simulations have “hold harmless” built into the state funding. A number of
districts raised enough money between local effort and a part current state aid to
pay for adequacy. Under both approaches the excess state money was left in the
total state obligation columns, with the belief that current state funds would not be
taken away from districts in the short term. For Approach A, this hold harmless
amount would be about $9.7 million. In Approach B, the hold harmless amount is
about $43.4. The cost of this hold harmless is seen in the total state shares for
each of the Approaches.

Both of these approaches raise constitutional issues. Both approaches envision
every district making a property tax effort of 2.75. Both approaches deduct Proposition C
funds in full (either as local or state funds). Approach B raises the issue of giving school
boards the power to make tax decisions up to a level 20% above “adequacy”.

As far as the future is concerned, both approaches assume that the adequacy level
rises each year as a result of higher student performance expectations and inflation, as
described above. In both approaches, tax rates are fixed — that is, the $2.75 rate in
Approach A and the $2.75/$3.44 rates in Approach B are not designed to change over
time. Rather, the expectation is that school districts should be able to access the full
value of property assessments as they change over time. If property assessments were to
rise at the same rate as inflation, then the state would assume a slightly larger share of
education costs as student performance expectations increase.
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Additional Suggestions By J ohn Augenblick

John Augenblick, after his testimony to the committee, submitted additional thoughts
regarding how changes to the current school formula might be implemented. This
approach would attempt to reach the adequacy dollar figure suggested by the successful
schools approach through a phase in over a number of years. The suggestion is to:

10.

11.

12.

Set the base cost using the successful school district figure ($5,428 in 2001-02)
adjusted by estimated inflation of two percent per year. This means that the base
should be $6,235 in 2008-09.

Set the base at $5,021 in 2004-05 as a way to minimize cost in that year.
Raise the 2004-05 base by 5.56 percent per year to get to $6,235 in 2008-09.

Adjust the weights for special populations downward from those calculated by
MECA to reflect the availability of federal funds.

Allow districts to set their adequate funding levels as low as 80 per of the base cost
(plus adjustments).

Require districts to set a minimum property tax levy of $2.75 from 2004-05 through
2008-09.

Allow districts to increase their tax levies so that they reach $3.44 in 2008-09 using a
schedule ($2.92 in 2005-06; $3.09 in 2006-07; $3.26 in 2007-08; and $3.44 in 2008-
09).

Provide state matching aid for levies above $2.75 up to the limit ($3.44 in 2008-09)
based on allowing adequacy to increase from 80 percent to 100 percent of the base
cost (80% in 2004-05; 85% in 2005-06; 90% in 2006-07; 95% in 2007-08; and 100%
in 2008-09).

Require all districts to meet state performance objectives regardless of the level of
funding/tax levy the people select.

Seek constitutional changes so that school boards set property tax levies up to $3.44
and to make the full value of assessed property taxable.

Allow districts to keep all property tax revenue obtained by taxes above the matching
limit.

Allow districts to keep their property tax levies at previously approved levels through
the phase-in period.






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

